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China is a country with a large population and low per capita resources.
Constrained by the energy distribution, China is one of the rare countries with
coal-based energy consumption in the world. Thanks to the 30 years of reform
and opening up, China has a rapid economic development. However, the carbon
emission has increased too, and it's growing fast every year. Although the "Kyoto
Protocol" does not require China's carbon emission reduction requirements now,
the greenhouse effect, global warming is the global environ-mental problem faced
by each country nowadays. As the world's largest developing country, China has
the responsibility and obligation to participate in the great global carbon emission
reduction plan as soon as possible. Therefore, to establish the environmental tax
with the real purpose of environmental protection, and improve our environmental
taxation has become the focus work of our government. Carbon tax is not only an
effective energy conservation policy instruments, but also an effective economic
measure to protect the environment.
A number of countries in the world have introduced carbon tax, such as Denmark,
Finland, Germany, Netherlands, Norway, Sweden, Switzerland, and the United
Kingdom, etc.. China has the necessity and feasibility of levying carbon tax.
Carbon tax is a kind of environmental tax, which is levied for the tax carbon
dioxide emissions, with the purpose of reducing the consumption of fossil fuel and
carbon dioxide emissions. In other means, carbon tax is levied on the carbon
content ratio of coal, gasoline, aviation fuel, natural gas and other fossil fuel
products. Although many studies have shown that carbon tax can achieve
significant carbon emission reduction effect, carbon tax will have certain degree of
effect on energy prices, energy supply & demand and economic growth.
Therefore, it is of higher important to have an in-depth study on carbon tax and its













country. Studying carbon tax is also helpful for developing a reasonable carbon
tax system and related policies, to promote energy saving program and minimize
its negative impact on economy at the same time.
This paper reviews through the internal and external research on the carbon tax
firstly. It then explores the necessity and feasibility of levying carbon tax in China.
And finally the paper tries to find an acceptable carbon tax rate for China by
establishing a Computable General Equilibrium model (CGE model) consisting of
three modules, and using China's economic data to do the simulation. The paper
finds the acceptable carbon tax rate for China, which has the proper effect on
China's economic growth, while making the greatest overall social utility for the
Chinese utility. The paper also provides some policy recommendation on the
scope of carbon taxation, taxed and the tax basis, with the hope of offering some
help for the introducing of carbon tax in the future.
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